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The Impact of the BATs & the GAFAs on Business & Finance

The BATs (Baidu, Alibaba, and Tencent), and the GAFAs (Google, Apple, Facebook, and Amazon) are
the acronyms for the big players in TechFin from China and the U.S. In our previous publication
“Understanding the Rise of TechFins“ we discussed the rise of these companies and how they are
constantly trying to gain an advantage to win the race. Clearly, as new players in the financial industry
with a sharp “customer -centric approach” they are disrupting the traditional way of doing finance.
But they also have an impact on the business industry as a whole through their services with third-
party suppliers.

In the U.S. there are no clear specific regulations for digital platforms, in particular online
marketplaces. This gives those companies within this digital space an advantage to implement
mandates that are not necessarily always beneficial for other businesses, in particular SMEs, that are
using their services.

The BAT Impact

China is rapidly changing into a cashless society leaving the

. . .. ©0
dependency on fiat money behind. The digital payment 00 S -
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growth in China is certainly a significant achievement of the Alibaba.com -
Tencent i$ifl

BATs and several initiatives in the region have been funded

by them to expand digital payments. However, the hurdles of digital payments are not very often
discussed. What happens when there is no electricity or internet when scanning the QR code? What
will happen to those living in rural areas? These are valid questions that can eventually sprout new

services and products to maintain and facilitate the digital payment framework.

Similarly, to the GAFAs the BATs have enjoyed significant benefits and strengthened their financial
position from the fact that the digital age is a new territory where regulators are slowly catching up.
Having said that, however, there definitely have been efforts from the regulators to prevent
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monopolies and unfair competition. This would allow a more open competition and level playing field
for other companies like, “Pinduoduo”, “NetEase” and “ByteDance” to compete. With the flow of
competition offering payment alternatives the TechFins continue to grow in China, but changes can
be seen on the horizon. China will implement a digital currency with the objective according to Chinese
Government officials to strengthen the monetary system and weaken the role of China’s big tech in
the digital economy. Once the digital yuan is in wide circulation, it will likely impact the digital-

payments operations of China’s big tech.

The GAFA Impact

Unlike China, the U.S. still values fiat money as its easily ” i
printed and managed by the Federal Reserve, the central d' a
bank of the U.S. However, there is high interest in a digital ~—"

economy. Digital payment solutions such as Amazon Pay,

Google Pay, and Apple Pay have been provided by Tech companies and have been successfully
implemented and are even functioning on an international level. The impact of the GAFA in the U.S.
has mostly been the modification of consumeristic behavior of their customers, the influence on

opinion in politics and pop culture, and establishing an actual monopoly on their business.

Using their customers’ data big tech has stimulated and influenced the buying behavior of their
consumers through ads on their platforms. Think for example google maps showing ads for selective
restaurants in the area you are driving in. And what about applications/apps constantly asking for your

location, birthdate, gender, and phone number.

The GAFAs have expanded outside the U.S. and customer data privacy has been an issue for several
countries mainly in Europe. Whistleblower and former intelligence officer Edward Snowden helped
launch a global debate on privacy after revealing the National Security Agency’s mass surveillance
programs in 2013. Europe’s response to this had been the implementation of General Data Protection
Regulation or GDPR for short in the EU. Even so, Snowden continues to contribute to raising awareness
about the security of data when people use new technologies like, for instance, the iOS 15 that claim

to be nonintrusive and secure. In short: a very delicate topic.

The GAFAs, Facebook, and Google (YouTube), through their selective algorithms, can easily boost or
repress news and topics as well as removing content and users from their platforms, thus essentially

acting as a publishing company when in reality, they are not treated like a publishing company.

In the U.S., big techs have successfully established monopolies making it very difficult for “new” r
competition. Companies that offer similar or even more innovative products using FinTech technology
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and that are successful in their first years in business will be absorbed by larger companies; examples

include PayPal (eBay), YouTube (Google), WhatsApp (Facebook), and Instagram (Facebook).

BATSs vs GAFAs: the fight is on

Even though China and the U.S. are rivals in the TechFin space it appears that the U.S.-based TechFins

are willing to copy business strategies from the Chinese TechFins and vice versa.

Facebook is implementing a payment solution “Facebook Pay” through its messenger and WhatsApp
services much like the WeChat payment solution. Amazon is providing small loan lending services
through Amazon Lending like Alibaba Ant’s Online Small Loans. However, Ant still has the upper hand,
for now, with the multiple licenses including banking, insurance, fund distribution, online credit, and
asset management. Both Amazon and Alibaba want to expand their business and are fighting for their

marketplace in the global market.

Tencent’s Tik Tok has encountered some challenges in the global market and is still trying to overcome
them. Tik Tok has a large following among the young generation which carries with it the possibility
of successfully influencing their opinion and consumeristic behavior like the GAFA’s did/and still do

with the previous generation.

The Trump administration demanded Tik Tok to sell its U.S. operations to a U.S. company to remain
operational otherwise it would be banned. However, President Biden changed the course from
Trump’s aggressive policy toward the app, by signing an executive order revoking the Trump
administration ban on TikTok, and instead ordered the Secretary of Commerce to investigate the app
to determine if it poses a threat to U.S. national security. Tik Tok thus far has remained operational in
the U.S.

In India, TikTok was banned completely by their Ministry of Electronics and Information Technology on
29 June 2020, along with 223 other Chinese apps, with a statement saying they were "prejudicial to
the sovereignty and integrity of India, defense of India, security of state and public order". The ban
was made permanent in January 2021. TikTok has also been banned in countries including Indonesia,
Bangladesh, and Pakistan for allowing ‘immoral’ or ‘inappropriate’ content to be posted or hosted on

their platform.

On August 5th, 2020, Facebook’s Instagram launched Instagram Reels across 50 countries, including
the U.S to directly compete with TikTok. In late 2018, Facebook launched a TikTok clone called Lasso.
The app didn’t take off as expected. Up next, Instagram launched Reels in Brazil on November 12,

2019, where it was called “Cenas”, to test how Instagram users would respond to a different sort of
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mobile video experience. Those tests steadily expanded outside the U.S. to markets like India and

parts of Europe in 2020.

TikTok is also stepping up its game by offering users the possibility to post stories similar to Instagram
with “TikTok Stories”. The product hasn’t been rolled out yet and it’s still in its testing stage. The
objective is to make it easier to consume story content and it seems to be an interesting tool for
advertisers to take advantage of.

While the competition continues between the BATs and The GAFAs, regulators are still figuring out
how to ensure user data protection, fair competition, and maintaining a stable monetary system.

Final Thoughts

TechFins had the upper hand in their way of doing business by possessing enormous amounts of user
data which is needed to provide the best customer experience. However, they often did not properly
have the approval of their customers. This has led to the upgrade of the general terms and conditions
agreement of many digital platforms wherein users agree for the company to use their information to
provide them the best user experience. User data protection became an important issue that led to
the implementation of GDPR in Europe.

The impact of big tech is very significant in finance as they are technically forcing traditional financial
institutions to enter the digital race and making the future of finance “data-driven”. They also have a
significant impact on the way of doing business in the digital era. On the one hand, they make it easier
to do business with instant payment solutions and showcasing third-party products through ads to an
existing customer base. On the other hand, they make it very difficult for smaller companies with a
lower budget to become visible through their algorithms. In the end, the party with the highest budget

wins.
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